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HOUSING MARKETS
Activity in construction and real estate
markets, strong through the 1953-54 reces-
sion, has risen markedly this year. New
high levels have been reached by the value
of construction work done and of construc-
tion contracts awarded, by the number of
dwelling units started and purchased, and
by the amount of mortgage financing and
the outstanding mortgage debt.
These record levels have been achieved
with relative stability in prices and costs.
Prices of building materials and wage rates
in the building trades have risen during the
past year, but most broad measures of con-
struction cost have shown little change.
Mortgage financing generally has been
available on terms favorable to borrowers,
and prices of residential properties—both
new and old—appear to have been unusually
steady this year. Newly built houses have
been sold quickly, and. vacancies have re-
mained low. Rents generally have stopped
rising.
CONSTRUCTION OUTLAYS
Total spending for new construction has
risen rapidly in the past six months and
this spring has been at a record seasonally
adjusted annual rate of 41 billion dollars.
This reflects for the most part a large rise
in privately financed construction. Public
construction lately has been at about the
same level as in the same months of 1954.
CONSTRUCTION OUTLAYS






KOTE.—Joint estimates of Departments of Commerce and
Labor, except private business, are adjusted for seasonal varia-
tion by Department of Commerce. Private business includes
commercial, industrial, and public utility construction and is
adjusted by Federal .Reserve. Latest figures shown are for
April.
The increase in outlays for private con-
struction since early 1954 is the result chiefly
of rapid expansion in residential building
expenditures, as the chart shows. In the
first four months of 1955 residential outlays
were one-third larger than a year earlier and
one-seventh larger than at the peak in 1950.
Private nonresidential. The moderate
increase in private nonresidential building,
seasonally adjusted, since late last year has
reflected mainly changes in private business
construction. The downward movement of
MAY 1955 457
Federal Reserve Bulletin: May 1955HOUSING MARKETS
industrial construction during most of 1953
and 1954 was reversed in the late autumn,
and expenditures for such construction in
the first quarter of 1955 were 7 per cent
larger than in the corresponding period of
1954. Construction of commercial facilities
rose further to a new high in the first four
months of 1955, and public utility construc-
tion was maintained at the high 1954 level.
Nonresidential construction for other than
business purposes has shown little change
since last spring. Building of recreational
facilities, churches, schools, and hospitals has
increased, but farm construction has declined
further, to the lowest level since mid-1949.
Public construction. Public expenditures
for new construction have been at about
the same level this year as a year earlier.
Outlays by State and local governments for
most types of construction, including schools,
highways, sewerage facilities, and hospitals,
have increased further and are well above
the levels a year earlier. Outlays for public
housing, on the other hand, have continued
to decline sharply this year, and in April
reached the lowest level in six years. Fed-
eral construction outlays have also declined,
except for military installations.
HOUSING AND MORTGAGE MARKETS
The number of new private dwelling units
started this year has been at a seasonally ad-
justed annual rate close to 1.4 million units.
This rate is markedly higher than that in
any other similar period, and is close to the
mid-1950 record. The increased volume of
activity this year compared with a year ear-
lier reflects chiefly a doubling in the number
of units started under arrangements for
guaranty of the mortgages by the Veterans
Administration. Such units have accounted
for 28 per cent of private starts this year, as
is shown in the table, a much larger pro-
























































































NOTE.—Data are from the Bureau of Labor Statistics, Federal
Housing Administration, and Veterans Administration. Federally
underwritten refers to units started under commitments of FHA
or VA to insure or guarantee the mortgages.
portion than in any previous comparable
period.
The number of newly completed houses
coming on the market this spring and sum-
mer will probably be larger than in any
previous similar period. Builders have had
little trouble in selling houses, and activity in
markets for both new and existing properties
has been exceptionally great. The number
of new houses sold in the second half of
1954, estimated at 600,000, was exceeded only
by sales in the unusual second half of 1950.
The high level of sales in the first four
months of this year reflected in part an in-
crease in purchases with VA loans.
The recent large volume of sales of both
new and old properties has been made at
relatively stable prices in most areas and in
most price ranges. Rents have shown little
change this year following small increases
in 1954. A small increase has been noted
in vacant units for rent. Building of apart-
ment structures has continued at about the
low level reached in 1951.
Financing. Increased activity in markets
for new and existing houses has reflected
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and been reflected in an unprecedented vol-
ume of mortgage lending on terms generally
very favorable to borrowers. Mortgage re-
cordings of $20,000 or less, seasonally ad-
justed, have increased without interruption
since early 1954, as shown in the chart. The
1954 volume reached an all-time high of
23 billion dollars and the total for the first
quarter of 1955 was 6.4 billion dollars; the
latter volume was more than two-fifths








NOTE.—Data are mortgage recordings of $20,000 or less and
are from the Home Loan Bank Board. A three-month moving
average of these data, centered at the middle month, has been
adjusted for seasonal variation by Federal Reserve. Latest
figure shown for unadjusted series is for March; for adjusted,
February.
As capital markets continued to ease dur-
ing most of 1954, investors made an increas-
ing amount of mortgage funds available on
terms that they would not accept earlier.
Terms on conventional loans eased, and
prices of Government-underwritten mort-
gages, which earlier had been at appreciable
discounts in secondary markets, rose and
were close to par in many areas.
Terms on VA loans eased steadily during
1954 and early 1955. In March about 45
per cent were made with no down payment,
compared with less than 20 per cent a year
earlier and less than 10 per cent during
most of 1953. Loans made with 30-year
maturities increased even more sharply and
in March were 46 per cent of all VA loans
closed, compared with 14 per cent a year
earlier and 2 per cent in mid-1953.
Lending under VA guarantee increased
markedly in the second half of 1954 and in
the first quarter of 1955 was at a record level,
well over twice that of a year earlier. This
increase was. much larger than that for
other types of loans, and the proportion of
VA loans to all loans closed was 27 per cent
in early 1955, compared with about 17 per
cent in the same period of 1953 and 1954.
Recently, following the acquisition of a
large volume of mortgages by many lenders
and some increase in money rates, terms
to borrowers—especially on commitments
for future loans—have become noticeably
tighter. Nevertheless, mortgage funds con-
tinue to be ample and, judging from the
large number of loan applications received
by FHA and VA, Federally underwritten
financing will continue large. Appraisal re-
quests received by VA in the first quarter
of 1955 were double the year-ago volume,
and applications to FHA for loan insurance
on new 1- to 4-family houses were two-fifths
larger than a year earlier.
Mortgage debt and investors. The post-
war increase in home mortgage debt was
accelerated in 1954 as mortgage lending
rose much more than debt repayment. The
record growth of 9.6 billion dollars for the
year, compared with 7.6 billion in 1953,
reflected chiefly a sharp contra-seasonal in-
crease in the second half of the year. In the
first quarter of 1955 the increase in home
mortgage debt was almost twice that a year
earlier and the largest in any first quarter
on record.
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All major types of financial institutions
have participated in this expansion of res-
idential mortgage debt. Holdings of sav-
ings and loan associations, as in other recent
years, rose by a substantially larger amount
in 1954 and the first quarter of 1955 than
those of other institutions. The net addition
of over one billion dollars to their holdings
in the first quarter of this year represented
almost two-fifths of the increase in home
mortgage debt, a slightly smaller proportion
than in 1953 and 1954.
The increase in the residential mortgage
portfolios of life insurance companies in 1954
was the largest since the record years of 1950
and 1951. This reflected acquisition of large
amounts of VA-guaranteed mortgages. Ex-
pansion in the first quarter of 1955 was about
twice that a year earlier.
Some life companies, as well as other mort-
gage lenders, have found it convenient to
"warehouse" some of their mortgages with
commercial banks in order to obtain funds
for current lending. Temporary acquisition
of mortgages by commercial banks under
such warehousing arrangements explains in
part the sharp rise in commercial bank mort-
gage portfolios in the first three months of
1955. The expansion of over 400 million
dollars in that quarter compares with in-
creases ranging from 50 to 150 million in the
corresponding period of the three preceding
years. A large part of this expansion, how-
ever, as well as most of that in the second
half of 1954, represented increased direct
participation of commercial banks in mort-
gage lending.
Large increases in residential mortgage
portfolios of mutual savings banks during
the past year or so reflect chiefly the growth
of their VA-guaranteed mortgage holdings.
The increase in such holdings has been
greater than of either FHA-insured or con-
ventional loans and amounted to about three-
fourths of the total increase in 1954 and the
first quarter of 1955.
RECENT CHANGES AFFECTING HOUSING
MARKETS
The strength in the market for houses
throughout the postwar period has given
rise to considerable discussion about how
much longer present advanced levels are
likely to be maintained. Since the war many
changes have taken place that might be
expected to affect the level and nature of
future housing demands. To some observers
such changes suggest lower levels in the near
future; to others, the continuation of high
levels of activity in the face of such changes
indicates strong underlying demand that can
continue for a long time.
Factors commonly expected to sustain
demand are the inferior quality of an ap-
preciable part of the existing housing stock;
desires for better housing, for suburban
living, and for home ownership; continua-
tion of high incomes; and availability of
mortgage funds. Low levels of vacancies, of
foreclosures, and of mortgage delinquencies,
as well as the ready sale of both new and old
houses at generally stable prices, also sug-
gest to many observers a continued strong
market for some time to come. The almost
universal amortization of debt, which stead-
ily augments equities and tends to keep the
burden of new debt reasonable in relation
to incomes, is also regarded as an element of
strength.
A major factor regarded by some ob-
servers as suggesting lower levels of housing
market activities later is the apparent decline,
particularly in the past two years, in house-
hold formation. Other elements expected
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to lead toward lower levels are the high and
rising level of mortgage debt, the tendency
of house purchasers to buy on terms con-
sidered akin to rent, and the relatively fixed
character of home-ownership costs. Those
who regard these elements as likely to lead
to reduced activity believe that as new build-
ing continues in excess of additions to house-
holds, vacancies will rise, rents will fall,
and tenancy may become more attractive
than ownership to many families. In the
process, real estate prices may decline and
debt based on these prices—particularly the
large proportion of debt that is relatively
new—may become more burdensome.
A review of some of the postwar develop-
ments in household formation and mortgage
financing may suggest the nature and pos-
sible influence of some of these changes.
Changes in households. In early 1947
housing was in very short supply, and almost
9 per cent of the 33.5 million married couples
in the United States were sharing house-
holds; many others were occupying make-
shift quarters. The needs of these groups
for separate or improved accommodations,
the large number of marriages and births,
and continued heavy migration of popula-
tion exerted exceptional pressures on the
housing supply at that time.
Output of new housing increased sharply
in the next three years, and extensive con-
version of existing residential and nonres-
idential space also added to housing accom-
modations. By the spring of 1950, as can
be seen from the table, there were almost
4.5 million more households, headed chiefly
by married couples, than three years earlier.
New houses and apartments built in this
period accommodated two-thirds of this
number, and the remainder were accom-
modated in units created by conversion of
various kinds and probably, to a small ex-
tent, in units vacant earlier. The number
of couples without their own households was
reduced by almost one million to less than
6 per cent of all married couples, a smaller
proportion than before the war.


















































































NOTE.—Data are for April of each year, except 1950 which are for
March. Data are from sample surveys by the Bureau of the Census,
except 1940 which are from the Decennial Census. Figures shown
for families differ from those reported by the Bureau of the Cen-
sus by inclusion of sub-families.
In the four years following the spring of
1950, the number of marriages declined, and
at the same time the number of married
couples without their own households was
reduced further. The number of new non-
farm dwelling units built during the period
rose, however, and exceeded the increase in
married-couple households by 2.9 million.
Vacancies probably rose slightly, but most of
this excess was apparently taken up by in-
creased demand from individuals and groups
other than married couples, migration from
farms, and withdrawal of units from the
housing supply. Continued high incomes,
together with the more widespread coverage
of social security and other retirement bene-
fits and the ready availability of mortgage
funds, have enabled many individuals, in-
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eluding those widowed and divorced as well
as others not married, to maintain or acquire
separate households. These are shown as
the open space on the bars in the chart.
























NOTE.—Data from the Bureau of the Census.
Such evidence as is available suggests that
withdrawals from the housing supply have
recently been much larger than might have
been expected from earlier experience. Such
withdrawals have taken the form of demoli-
tions, or of conversions of residential struc-
tures to accommodate in some cases a smaller
number of households and in others busi-
ness or other nonresidential uses. Much of
the gross increase in vacancies that has
occurred has probably taken the form of
reversion to seasonal use of a substantial
number of units temporarily pressed into
full-time occupancy during the earlier hous-
ing shortage.
The current strength of demand in the
aggregate appears to reflect in part continued
importance of these elements. In particular
areas and in markets for particular kinds of
housing, however, other demographic factors
are important. Births have continued to
rise and were at an all-time high of more
than 4 million in 1954. This has put pressure
on many families to seek larger quarters.
The number of the aged has been increasing,
and so has the number of youths and young
adults leaving the parental households. The
living arrangements made by these persons
may have a strong influence on local housing
markets. Migration—from farms to cities,
from central city areas to suburbs, and from
one locality to another—has also increased
demand substantially in some areas and may
continue to do so.
Operation of mortgage market. Substan-
tial changes have taken place in the past
few years in the structure and operation of
the mortgage market. The flow of savings
to financial institutions has grown rapidly,
and mortgage contracts with long maturities
and monthly amortization have become
standard. Government underwriting of mort-
gages has also become more extensive. As
a result, nationwide lending by financial
institutions has become desirable and more
generally possible.
The four major types of financial institu-
tions—commercial banks, savings banks,
savings and loan associations, and insurance
companies—have increased their holdings of
residential mortgages much more than have
other investors. As can be seen from the
chart on the following page, at the end of
1954 they held well over four-fifths of the
outstanding mortgage debt on small proper-
ties, compared with little more than two-
thirds in 1946. At the same time, the relative
importance of financial institutions as direct
mortgage lenders has changed very little in
this period. Mortgage banking firms, whose
principal operation is to make loans and
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NOTE.—Holdings are loans on 1- to 4-family nonfarm proper-
ties held by various types of investors. Loans made represent
mortgages of $20,000 or less recorded by the various types of
lenders. Financial institutions include commercial and mutual
savings banks, savings and loan associations, and insurance com-
panies. Data are from Home Loan Bank Board and Federal
Reserve,
service them for mortgage investors, have
grown markedly in relative importance.
These changes have tended to increase
the dependence of mortgage lending activi-
ties on conditions in capital markets gener-
ally and on the investment decisions of finan-
cial institutions in the light of general credit
conditions. This is particularly true of lend-
ing on Federally underwritten mortgages,
and somewhat less true of lending on con-
ventional mortgages in which savings and
loan associations, operating locally, are very
important.
Repayment of mortgage debt. In the five
years 1950-54, home mortgage credit ex-
tended amounted to 93 billion dollars. Mort-
gage debt outstanding, as can be seen from
the table, increased much less—about 38
billion—indicating repayment of about 55
billion.
This large amount of mortgage lending
has arisen in major part from the large num-
ber of house purchases; at the same time,
much of the debt repayment is attributable
to sales of previously occupied houses. In
the years 1950-54, some 9 million previously
occupied houses were sold. In a large num-
ber of these sales the buyer obtained a new
—and on the average larger—mortgage to
replace that paid off by the seller.
A continued high level of house sales may
indicate that many people still seek, and
obtain, housing better suited to their needs.
To the extent that sellers of existing houses
have owned their houses for some years,
however, a high level of sales also means
that a great many mortgages that have run
for some time, and have been paid down
appreciably, are replaced by new mortgages
on which amortization is only starting.
Large amounts of debt continue to be
repaid through regular amortization of num-
erous mortgages that have been outstanding
for many years. Retirement of debt during
the years 1950-54, however, exceeded the
balance outstanding at the beginning of 1950
by one-half, as can be seen from the table.
This suggests that many of the mortgages
MORTGAGE LENDING AND RETIREMENT
ON I- TO 4-FAMILY NONFARM HOUSES

































































NOTE.—Figures on outstandings and loans made are from the
Home Loan Bank Board, the Federal Housing Administration, and
the Veterans Administration. Figure for outstandings on all mort-
gages at the end of 1954 is preliminary. Apparent retirements, and
all data on conventional loans, are derived from these figures.
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outstanding at the beginning of 1950 have
since been paid of? in full and that a great
many of the mortgages now outstanding
have been in existence less than five years.
Considering the very large amount of lend-
ing in the past year, as much as a fourth of
the amount now outstanding may have been
contracted since the beginning of 1954.
The data shown in the table indicate that
repayment of conventional mortgages has
been consistently larger, relative to beginning
balances, than repayment of Federally under-
written mortgages. The conventional cate-
gory, however, includes second mortgages
and considerably more debt for repair and
alteration of houses and similar purposes
than the Federally underwritten category,
and for miscellaneous purposes (on nonres-
idential as well as residential properties).
Such debt is likely to have shorter matu-
rities, both by contract and in fact, than debt
written for purchasing or carrying residen-
tial real estate.
Future developments in residential real
estate markets will be influenced by many
factors, including importantly the state of
general economic activity. The changes that
have been taking place during recent years,
however, in the housing stock, in the loca-
tion and housing arrangements of the grow-
ing population, and in the influence of gen-
eral money market considerations in mort-
gage lending may be expected increasingly
to affect short-term developments.
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